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Federal Fiscal Policy a Major 


Factor in Our Economy’ 
By C. WARD MACY 


Head, Department of Economics, University of Oregon 


Students of the American economic order are aware 
(1) that aggregate demand is the major determinant of 
production “and. employment; (2) that government is re- 
sponsible today for an important part of the total demand: 
and (3) that government's role can be varied, within limits, 
in order to offset inverse variations in the private sector of 
the economy. Policy decisions pertaining to public spend- 
ing, taxation, borrowing, and debt management are of 
crucial importance in an era when governmental opera- 
tions are so extensive in scope. 

The American economy was 
founded during a period in which 
the quest for freedom was intense. 


Federal Reserve Data Revea 
Patterns of Oregon Trade 


By NATIVIDAD PALMA* 


Staff, University of Oregon Bureau of Business Research 


A study of the quarterly net balances of payments and 
receipts made for the account of the Portland branch of the 
Federal Reserve Bank of San Francisco with other Federal 
Reserve banks and branches for the years 1952, 1953, and 
1954 is shown on pages 4 and 5 of this issue of the Review. 
(For the first quarter of 1952, figures were available only 
for payments and receipts among the branches of the 
Twelfth District; for the year 1954 payments and receipts 
among the Twelfth District branches were not available. ) 

The Interdistrict Settlement Fund, 
which is under the supervision of 
the the Board of Governors oi the 
Federal Reserve System in Wash- 


Adam Smith's doctrine of econom- 
ic liberalism had a distinct appeal 
to those who sought relief from 
tyranny. It is understandable, there- 
fore, why individualism was made 
the cornerstone of the American 
economic system. It remains as the 
core of the system, but many modi- 
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ington, D. C., effects settlements 
among the different Federal Re- 
serve banks. Each Federal Reserve 
bank and branch wires daily to the 
fund the totals it has credited to 
every other Reserve bank during 
the day. The Interdistrict Settle- 
ment Fund then wires the final bal- 


fications of the laissez faire thesis 
have become necessary, particular- 
ly in the twentieth century. The 
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ances to the individual Reserve 
banks for posting on their books. 
The transfers for the Pacific Coast 





growing complexity of economic 
life, the paralyzing depression of 
the 1930s, and two global wars have caused the Federal 
government to assume a position of great influence in the 
economic life of the United States. 

In 1913, the central government’s fiscal operations had 
little bearing on the total economy. Expenditures were ap- 
proximately $1 billion per year, and the budget was usually 
balanced by receipts from customs duties and excises. The 
Federal debt was $1 billion Today governmentai units at 
the Federal, state, and local levels are spending in excess 
of $100 billion annually; tax receipts are more than 590 
billion; and the Federal debt is approximately 3280 billion. 
The gross national product and the national income have 
risen in a sensational manner over the past four decades, 
but their rate of increase has not kept pace with the expan- 
sion of governmental activities. There is no reason to be- 
lieve that the scope and relative importance of government 
will decrease appreciably in the foreseeable future. 

There is little coordinated action in the fiscal operations 
of the Federal, state. and local governments. Within recent 
decades, however. the Federal government's financial pro- 
gram has become so large that the attention of the public 
has been focused largely on policy decisions made in Wash- 
ington. The Employment Act of 1916 is an official recogni- 


(Continued on page 2) 
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*Summary of ow = ‘ss at Kig At heemeal Banki ing Conference of 
the Oregon Bankers Association, Portland, Nov. 2, 1956. 


area, including Salt Lake City, are 
handled through an intra-district 
settlement in San Francisco in a similar manner. 

The various payments and receipts through the two set- 
tlement funds represent many types of transactions. With- 
out describing the various steps by which payments and 
receipts may become involved, the original transactions 
may, for the most part, be classified under the following 
heads: (1) commodity sales and purchases, including 
freight charges; (2) security sales and purchases: (3) 
loans inade or repaid; (4) payments of interest on debt: 
or dividends on stock: (5) transfer of bank balances or 
recall to Oregon: (6) expenditures of travelers and people 
moving to or from the area; (7) personal remittances, such 
as gilts: (8) Federal Reserve notes, which were returned 
to the Federal Reserve bank of origin until July 1951: 
(9) transfers among the Reserve banks resulting from fi- 
nancial activities in which the system engages. Obviously. 
the first seven are of a commercial and financial nature. 
which differ from the last two. Fortunately, neither (7) or 
(8) is of substantial size. 

The Portland zone covers the state of Oregon and the 
southeastern and southwestern tips of Washington—that 


(Continued on page 2) 
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Federal Reserve Data Reveal 
Patterns of Oregon Trade 


(Continued from page 1) 


part of metropolitan Portland located in Washington and 
Walla Walla. The figures shown in the table are net bal- 
ances of receipts minus payments and indicate a Jow of 
funds into or out of the zone. 

Some of the salient observations that may be made con- 
cerning the data are the following: 


(1) During the years 1952, 1953, and 1954, the Portland 
branch of the San Francisco Federal Reserve Bank experi- 
enced a very large flow cf payments and receipts and main- 
tained an appreciable surplus with the other districts. Total 
excess of receipts over payments for the two and three- 
quarter years amounted to $596 million (this figure ex- 
cludes exchange within the Pacific Coast area during 
1954). It will be observed that there was a continuous out- 
flow of funds to other Pacific Coast cities, especially San 
Francisco. Oregon pays out more from other parts of the 
West than it receives—but the deficit is more than made 
up by surplus elsewhere. A possible error is introduced by 
the fact that the balance of the United States government 
account (it may be an overdraft) is closed out each night 
hy transfer to San Francisco. 

[t is interesting to note that the quarterly movements 
during 1953 and 1954 followed the same pattern; the larg- 
est net receipts were registered for the second quarter and 
the lowest for the fourth quarter. 


(2) Quarterly balances with the Federal Reserve banks 
in the South Atlantic. East South Central. and West South 
Central areas were always favorable to Portland during 
the years under review. Net receipts from these three areas 
increased from $85 million in 1953 to $97 million in 1954. 


(3) Balances with the East North Central area have been 
unfavorable. Nevertheless, the adverse balance of $29 mil- 
lion in 1952 was reduced to an adverse balance of only $1 
million in 1954. This can be attributed to large receipts 
from Chicago, which were partly offset by the payments 
made to Detroit and Cincinnati. 


(4) The net balances with the Banks in the West North 
Central area showed a marked improvement. The unfavor- 
able balance of $20 million in 1952 was replaced by a fa- 
vorable balance of $29 million in 1953, which rose to $48 
million in L954. Receipts from Kansas City have been 
mainly responsible. 


(5) Because of heavy receipts from and payment to New 
York, the net balances with the banks in the Middle Atlan- 
tic area have been irregular. The favorable balance of $148 
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million in 1952 dropped abruptly to an adverse balance of 
56 million: at the end of L954 the balance was again $76 
million. These irregular balances were probably caused by 
the fact that Oregon banks normally carry large balances 
with their New York correspondents, and these are often 
shifted to make proper adjustments for required reserves. 


Although these figures are of value primarily for study- 
ing patterns of Oregon’s trade with other states, they also 
suggest many questions for additional research. Among 
such questions are the reasons why the flow of bank re- 
serves to Oregon did not result in a larger expansion of 
bank loans and deposits, and what relationships existed be- 
tween changes in flows of bank funds and changes in in- 
comes both in Oregon and other parts of the nation. 





Federal Fiscal Policy a Major 
Factor in Our Economy 


(Continued from page 1) 


tion of a prevailing attitude that the central government 
has an obligation to maintain economic stability by using, 
in the words of the act, “all practical means to promote 
maximum employment, production and purchasing pow- 
er.” The law was enacted as a bi-partisan measure. Senator 
Taft stated that “the government shall take thought and 
shall provide the machinery for eliminating depressions.” 
The President is obliged to make an annual economic re- 
port to the Congress, which may include his recommenda- 
tions for the use of fiscal devices to promote economic wel- 
fare. In 1956, Presdent Eisenhower reported that “the 
Employment act has provided some guidance and servic- 
able procedures for promoting economic growth and sta- 
bility,” and that “the Federal government has the capacity 
to moderate economic fluctuations without being a domi- 
nant factor in economic life.” 

Under the provisions of the Employment Act, the major 
question concerns the manner in which the Federal govern- 
ment should function in order to maintain economic sta- 
hility. The law does not specify the means by which the 
zoal is to be attained. Differences of opinion on appropriate 
policies are to be expected. Nonetheless the act is an ex- 
ample of realistic legislation. It recognizes the fact that 
Federal fiseal activities are large enough to affect the funce- 
tioning of the total economy, and it establishes the machin- 
ery to make possible careful planning of spending, taxing, 
and borrowing programs. 

It is axiomatic that money must be kept in flow by spend- 
ing for consumption and investment if the economy is to 
prosper. To what extent should the maintenance of this 
flow be a public responsibility ? Spending for many public 
services. e.g., defense, education, and highways, is rela- 
tively inflexible. Only within narrow limits can changes in 
outlay for these services be used as countercyclical devices. 
Other expenditures by a public authority, especially by the 
Federal government, can be increased or decreased to off- 
set a change in the opposite direction in the private sector 
of the economy. The timing of discretionary spending by 
covernment is a matter of vital importance. At high levels 
of employment and production, serious inflationary pres- 
sures may be created by government expenditures that 
might be postponed. On the other hand, if a downward 
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trend in economic activity is evident. an increase in govern- 
ment outlay may be needed as a stimulating force. 

Policy makers who direct the flow of spending by the 
Federal government should also give attention to the prob- 
able use of the funds after they are placed in the income 
stream. The purpose of spending is important in this con- 
nection. If the funds quickly come into the possession of 
individuals who have a high propensity to consume, multi- 
ple effects of the original spending may be marked. In a 
recession or depression. these effects are to be desired: in 
a period of high employment, production. and prices. the 
consequences are likely to be unfavorable. Public spending 
policy, in other words, should be based on an understand- 
ing of the complexities of income flow as a determinant of 
the level of economic activity. 


Taxation is another aspect of fiscal affairs that involves 
policy decisions of great significance. After appropriations 
are made, funds must be forthcoming either by taxing or 
by borrowing, or by a combination of these methods. 
Under conditions of high-level employment and produc- 
tion, tax revenues should offset expenditures, except in rare 
cases of extreme needs for money to finance an emergency 
such as war. In fact, surplus financing is in order if marked 
inflationary trends are in evidence. On the other hand, if 
the economy is depressed and sluggish, government spend- 
ing designed to stimulate activity should be accompanied 
by tax reduction and borrowing from banks. Lower taxes 
and the creation of money by banks tend to support the 
stimulus given by additional spending. 


Some taxes, notably those levied on personal and corpo- 
rate incomes, have a high degree of built-in flexibility. The 
returns from these revenue devices increase or decrease 
automatically on the upswing and downswing of the busi- 
ness cycle. The built-in features are helpful, but usually 
they are not adequate in themselves to accomplish all that 
is needed in the way of countercyclical effects. Other taxes, 
especially those that are borne primarily by consumers as 
they purchase goods and services in the necessity class, are 
less desirable as countercyclical measures. In a boom peri- 
od, consumption taxes may discourage purchasing to some 
degree and thus lessen inflationary pressures. But, on the 
downswing of the cycle, they fail to provide the tax relief 
that is needed. 

In connection with tax policy, there are always questions 
that arise pertaining to the general level of taxation and the 
specific sources of tax revenues. All segments of the econ- 
omy are affected by tax policy ¢ cisions, most of them 
directly, because of the wide coverage of modern tax- 
programs. Aggregate welfare and economic stability are 
dependent to no little extent, therefore, on decisions of 
legislators with respect to taxation. 

In the area of public borrowing, two questions arise. 
When should deficits be incurred and. if incurred, what 
sources should be tapped to obtain the borrowed funds. 
The appropriate time to borrow is determined by other 
policy decisions relating to spending and taxation. If a 
deficit is ordered, then the current state of the economy 
should dictate the means of securing the money. In the 
event that the economy is in a boom period when a borrow- 
ing program is launched, individual and institutional sav- 
ers should purchase the government securities. This would 
result in a transfer of dollars already in existence from the 
private to the public sector of the economy and would not 
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add to the total supply of money. In general, a transfer of 
this type is not inflationary, although it may cause some 
pressure on prices if the velocity of money is increased as 
a consequence of its being used by government when its 
rate of turnover might have been less in private hands. 

Under conditions of low-level production and unemploy- 
ment which would justify a current deficit, the funds to be 
borrowed should be acquired from banks. Savers would 
thus not have their spending capacity reduced and, at the 
same time, the supply of dollars available to the govern- 
ment would be greater. A needed stimulus to the economy 
could be provided by this method of financing a deficit. 

It is interesting to note that the inflationary pressures 
of the past year have not been due principally to Federal 
fiscal policies. Expenditures have been fairly stable. and 
the budget revealed a modest surplus at the end of the 1955- 
506 fiscal year. Non-Federal spending. however, was at an 
all-time high in the past year and was financed to a great 
extent by borrowing. Business institutions, consumers, and 
local governments borrowed approximately $50 billion in 
1955, some of it from banks. This was not entirely offset 
by an increase in the quantity of goods and services, and 
suggests that inflation is not caused by Federal fiscal oper- 
ations alone. Federal authorities must be alert to develop- 
ments within the private sector of the economy in shaping 
fiscal policies of the central government. 

Within the realm of debt management, the Federal gov- 
ernment must concern itself with interest rates, retirement 
and refunding operations, and the ownership of securities. 
The determination of interest rates is primarily an aspect 
of monetary policy. which is closely related to fiscal policy 
in the large. Decisions in connection with the management 
of the debt, like other fiscal decisions, must be dictated 
largely by prevailing economic co :'itions. The Federal 
debt is large enough now to ma‘ agement policies of 
paramount importance. Like oti. | policies, they have 
a direct bearing on the total econ«:.. 

It is impossible to establish a set of policy rules to apply 
to a given situation. In fact, no specific situation is pre- 
cisely like another. There is cause to wonder, therefore, 
whether fiscal policies can be made to work effectively. The 
roles that they play are relatively new in the United States, 
and experiences are limited. By their very nature, fiscal 
issues involve politics. Final decisions relating to appro- 
priations for expenditure and provisions for tax revenues 
must be made by the Congress. They cannot be delegated 
to a specie’ authority. Ever-present pressure grouns work 
to influence legislative action. In spite of difficulties, how- 
ever, the problems inherent in fiscal decisions must be 
faced with courage and immagination. Lack of understand- 
ing of the plaec of government finance in the mid-twentieth 
century American economic order can be disastrous. 





'“ Department-Store Sales. The only retail sales indicator for 
Oregon is the sales of department stores in Portland, a series which 
is computed by the Federal Reserve Bank of San Francisco. The 
percentage of dollar sales volume for the period ending November 
10, 1956, as compared with the same period a year ago, for Portland 
and other Pacific Coast cities is shown below: 


Reek Ending Four Weeks Ending Calendar Year to 
Now. 10, 1955 Nov. 10, 1955 Nov. 10, 1956 
Poitland ee os —10 - J ~ ] 
Los Angeles — § +) _ 
San branciseo Bay + +2 +-3 
Seattle ; : , . +2 +3 
Lnited States : -—2 +3 





NET BALANCES 


OF THE PAYMENTS AND RECEIPTS MADE THROUGH THE BRANCH AND INTERDISTRI 
RESERVE BANK OF SAN FRANCIS 
(thousands of de 













































































































































































——_——_-—:- ---  1952-— - ———~ -—- ty 
First Second Third Fourth First Second Thi 
Quarter Quarter Quarter Quarter Total Quarter Quarter Qua 
ee $- 29 $- 99 $- 39 $3 39 $_ AS ge 46 $ 
I II scsnstensnssissinnenitnnincintisinnii ; 10 8 7 13 7 3 - 
Salt Lake City ~ 14 ~ 3 _ l senate - 5 2 - 
Seattle -" 7 4 - 26 ~ 21 ~ 34 - 5 
Pacific .... 60 - 46 - 59 - 47 ~ 152 - nn -« & " 
a maemsdecivenmuaeiaaa 9,179 11,246 9,579 7,166 19,556 
a -~ 562 —- 707 - 620 _ 86 550 - 
New York................................-..- 97,568 42,047 — 28,490 3,514 59,876 ~ ] 
I icici, —«-.aithias 1,752 1,739 —- 2,548 - 1,933 ~ 740 _ 
I iccctectactenialiiictishinslnueticnns 2*84 3,023 1,683 977 1,055 
Middle Atlantic... 110,621 57,348 ~ 20,396 147,573 9,638 79,197 - 
niet dibieltdtiaaiadnnsiaiiel —~ 6,351 11,233 2,169 4,673 ~ 5,117 
CE —- 989 —- 840 - 49] 1,173 — 1,108 
EE es — 2,886 1711 646 816 - 2337 
attain,  aaibiitali — 12,555 — 11,779 - 10,383 13,820 — 12.806 ~ jf 
TTI sioteaisicicniesadinsisii-asemnieaarinie 414 584 422 619 1,247 
East North Central. ~ 22,367 909 ~ 7,637 ~ 29,095 8,855 ~ 20,121 
iain asinine - 536 2,340 2,004 1,538 1,387 
IN os cicintnsdtidiciasinimeaiils ~ 16,422 16,053 - 8,090 — 2,450 —~ 2,131 
Omaha 3,262 - 3,570 - 2,472 - 3,661 ~ 2,198 - 
EE cee es —- 703 — 1,374 — 3,819 1,005 103 ~ 
West North Central... — 20,923 13,449 — 12,377 ~ 19.851 - 3,568 —~ 2.839 
Atlanta... Sean fre Sn 1,379 3,391 5,045 2,911 3,501 
A on ee ee 1,328 905 1,109 926 1,482 
Charlotte _..... 513 1,407 493 825 34 
ETERS eer ae 2,089 1,917 2,568 2,867 2,711 
ESS a rae ee 3,992 3,219 2.898 2,379 3,312 
“South Atlantic... 9.301 10,839 12,113 32.253 9,908 11,041 1; 
Birmingham... -....-... 1,844 2,054 2.214 2.010 2.177 
REESE Ranenr eae 786 1,013 978 876 947 
Nashville 411 416 269 426 430 
"East South Central... - 304 3,183 3,161 9.985 3,312 3.554 
Dallas 7,859 7,896 7,774 4,830 5,701 
El Paso... 1,099 1,584 2.114 — 2,869 902 
Houston .... 2,285 2.271 2.745 2,930 2,652 
ES Ee 1,230 2,547 5,301 667 463 
New Orleans . 8,068 1,972 2,113 1,824 1,637 
Oklahoma City 2,584 2,708 2,922 1.816 2,333 
San Antonio 1,389 1,440 684 414 956 © -- 
~ West South Central... 22,316 17,250 19,425 58,991 8.784 12.840 
Denver 5,350 4,7 5,180 4,864 5,940 
Helena 104 1,337 2.186 4,729 2.583 
‘Mountain .. PO tie “OF aE ee 5454 6,037. 7.366 18.857 9.593 8.523 : 
Total ... $ 107,397 $ 109,256 $ 1,908 $ 218,561 $ 28.735 $ 92,149 $ 4 
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TERDISTRICT SETTLEMENT FUND FOR THE ACCOUNT OF THE PORTLAND BRANCH OF THE FEDERAL 
FRANCISCO—1952, 1953, 1954 
sands of dollars) 


———1953— 


Third 


Quarter 








Fourth 
Quarter 


First 


Quarter 


Second 


Quarter 


1954—- 
Third 


Quarter 





Fourth 


Quarter 





$- 33 
] 

4 

14 





14 





1,711 
- 414 
~ 11,476 
2.674 
2,227 





~ 14.048 


6,761 
704 

— 85,035 
~ 3,003 
~ 163 


36,386 
4,799 
3,085 


6,986 
1,341 
36,763 
3,882 
829 


11,171 


- 640° 


12,969 
- 1,590 
- 137 


10,192 
079 
27,391 
3,058 
74 





~ 80,736 


31,294 


37,697 


21,773 


14,790 


217,598 





23,352 
931 

790 

— 10,000 
1,271 


1,378 
2,277 
3,797 

~ 11,776 
178 


43,565 
2,332 
3,957 


- 14,190 


281 


14,541 
1,422 
2,168 

13,296 

122 


23,341 

- 898 
2,356 

- 8,172 
368 


24,974 
1,579 
1,181 

10,898 

88 





14,482 


16,650 


— 31,144 


22,805 


2,467 


16,995 


38,544 


~ 61,450 





9,291 
9,246 
6,266 

497 


45,375 
— 7,433 
- 6,746 
— 3,908 


25,077 
14,582 
5,492 
4,312 


40,925 
10,010 
7,276 
2,908 


7,218 
2,798 

- 4,908 
922 


19,287 
2,259 
1,553 

607 





7,774 


27,288 


28,655 


691 


20,731 


6,030 


20,600 


96,856 





2,034 
1,326 

710 
2.531 
5,705 





12.306 


1,307 
153 
275 

2,222 

2,960 


941 
613 
447 
2,945 
2,249 


1,040 
1,155 

484 
2,338 
4,328 


1,107 
1,068 

775 
2,745 
4,256 





6,917 


40,172 


7,195 


9,345 


9,951 


34,679 107,104 





2,044 
921 
927 


1,184 
666 
186 


738 
921 
4] 


1,586 
774 
407 


1,633 
1,073 
303 





3,492 


2,036 


9,767 


3,009 





5,360 
2,410 
1,977 

708 
1,419 


2,498 
2,038 
1,353 
297 
603 
173 
264 


2,622 


32.683 


6,874 
20 
2,716 
262 
815 
2,244 
1,693 


584 


8,123 
1,355 
3,004 

310 

738 
2,835 
1,898 





18,263 


“144,431 





2,303 
5.067 





7,370 


35,304 


10,893 


7,516 
6,658 


8,295 
3,365 





14.174 


| 11.660 





45.450 99.611 





$ 42,178 


S$. 51,167 


$ 111,895 


83,752 


§ 85.680 


$ 85,068 


$ 10,149 


$ 265.249 $ 595.705 
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Program to Attract Industry 


Outlined for Communities 
By JAMES O. COATES 


Industrial Development Engineer, Consumers Power Co., Michigan 


The following article is reprinted in part from the May 
1956 issue of the Micuican Business Review because of 
its immediate interest to many Oregon communities.— 


Editor. 


We Americans expect higher and higher rungs on our 
economic ladder. We live day to day, ever expanding this 
better way of life, producing more and more in less time 
and with less effort. Today’s tremendous increase in pro- 
duction and our increase in population are changing our 
mode of living. Because of modern methods, farms are be- 
coming larger and fewer. Metropolitan areas are expand- 
ing far beyond the cities’ limits. We are all familiar with 
the exodus of residential areas, commercial activity, and 
industry to the fringes. This movement is creating serious 
urban problems. 

We also know that industry has not stopped at the 
fringes, but has expanded into many of the smaller com- 
munities and even rural areas to build its ranch-type plants 
—for lower costs and increased production. Room for such 
plants was lacking in the city. This trend has caused many 
a community to look at itself carefully and critically. 

For example, in the Town Journal for January 1956, 
there is a story of the face lifting of Rossville, Kansas (pop- 
ulation 577). One spring Sunday in 1954, Laverne Spears, 
an insurance man, viewed his community with a movie 
camera, just as a newcomer might. He took pictures of the 
trash piles and weed patches, unpainted store fronts, run- 
down churches, dirty streets. and dilapidated parks. 

After seeing these pictures, civic-minded citizens, 
through a newly organized Rossville Community Improve- 
ment Association, changed a sleepy little town into one that 
is wide awake and growing, with improved and happier 
living for all. . 

Through the teamwork of thirty-one groups working to- 
gether, they performed the task in less than two years. 
Half the stores in town have new fronts. Every church has 
been repainted, and most have new shrubbery. The trash 
piles and weed patches are gone, and many recreational 
and civic projects have been completed. 

Quoting from the Town Journal: “Today Rossville is 
just getting its second wind, and starting to look for a small 
industry to supplement the town’s solid agricultural econ- 
omy. Everyone agrees, though, that the face lifting has 
been worth while already, no matter what the future 
brings.” 

American progress has found its mainspring in the urge 
of the citizen for better living. Towns like Rossville, as well 
as metropolitan cities, are recognizing this urge and are 
solving their problems by the coordinated teamwork of 
many citizens. 

But why this strong competitive desire of almost every 
community to attract an industry ? Obviously, a new indus- 
try creates jobs, and more jobs mean more payroll: more 
payroll means more purchasing power: more purchasing 
powcr means more general business and increased prosper- 
ity. In many communities it means enhanced employment 
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opportunities for young people. If employment is not avail- 
able, they must go elsewhere. 


Surveys have been made by competent organizations of 
what one hundred new factory workers mean to a com- 
munity. The results vary, but they all point out conclusively 
that new jobs mean a great deal more to a community than 
just the factory payroll. 


Because of an upward surge of population, the Census 
Bureau estimates that there will be a million new workers 
available each year for the next fifteen years. It is estimated 
that there will be a national work force of 80 million by 
1975. 

U. S. Department of Commerce figures show that, for 
manufacturing only, the expenditures on new plants and 
equipment are running $1 billion per month. The expendi- 
tures have been close to this figure for the last five years. 
For industry to obtain the increase in production that 
Americans demand and yet maintain competitive positions, 
manufacturing plants have been forced to expand, diver- 
sify, and integrate over a wider area. 


The average capital invested for each worker has in- 
creased from the time when he first assembled his box of 
tools until today when the U. S. Chamber of Commerce 
estimates that the average amount of capital invested in 
plant and equipment is about $12,000 per worker. 

A $1 billion a month, or $12 billion a year, spent for 
manufacturing plant and equipment expansion, is a lot of 
money, no matter how we look at it. If we take the one mil- 
lion annual increase in workers available for all industry 
and multiply it by $12,000, we find that approximately $12 
billion will be required to provide facilities for our new 
workers to use. 


Is it any wonder, in view of (1) the expected increase 
in population, (2) the tremendous increase in production 
that will be required, and (3) the capital outlay planned 
by our manufacturers for diversification and dispersal. 
that communities want some of this expansion to come 
their way ? 

The value of manufacturing industry to a community is 
well established. The preparation of and the changes in a 
community desiring more industry are not so well estab- 
lished, and preparation is more than ever required because 
of the keen competition between communities. The follow- 
ing are some of the steps that might be taken to attract 
good-citizen industry. 


(1) The first step in attracting more industry is desire, 
the want, the “attitude” to do something about it and 
everlastingly stay with it until a successful program is 
operating. 

It is sad to relate that many towns have had the desire 
to locate a plant, and have actually made attempts, only to 
become discouraged. Most of them were not well prepared. 
acts were hazy, some services not adequate, and “George” 
didn't get around to follow through. 

Communities that have lost their major industry have 
found themselves in dire straits. No jobs, and little money 
being spent on Main Street. There are noble stories telling 
how some of these towns. with their backs to the wall. 
got the “want” in a hurry. Just like the town of Rossville 
that bettered its lot, many communities are preparing them- 
selves for industry. If new industry is a necessity. then the 
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desire and attitude are strong. Complacency rarely brings 
results. 

The major steps are a continuing and working organiza- 
tion, a survey of all factors in the community, an analysis 
of these factors, and then a plan and schedule of action over 
an extended period. Then come the promotion, study, and 
perseverance of seeking, attracting, and holding good- 
citizen manufacturers. 


(2) The second step is holding a meeting of outstanding 
civic leaders and decision makers and, while still enthusi- 
astic, electing the best man in town for chairman. 

There is no magic in just having a committee. It takes 
work, and this “steering” committee must plan, direct, 
work, and follow through. This committee should generate 
enthusiasm and publicize all operations while guiding the 
tasks of the subcommittees. Rossville had thirty such 
groups. 

Committees should not just be formed; each should have 
a specific task—and with a time limit. Examples of corn- 
mittees required are: finance, publicity, civic improve- 
ment, industrial services, sites, planning, and legal. 


(3) Next, a compilation of the facts on the area is 
needed—good and bad. If the task is broken up into sec- 
tions, the job will be done more easily and in a relatively 
short time. 

Seeing the town in the eyes of a visitor, as did insurance 
man Laverne Spears, will bring adverse factors to light. 
It means a real soul-searching campaign. 

Specific facts are easier to judge, not “adequate water 
capacity” but specific data as to gallons per day available 
and percentage of capacity already used. 

Since the survey will be used to analyze conditions and 
plan for the future, only the pertinent major facts are 
needed. The necessary details can be gathered later. 


(4) The survey will show the way to the most needed 
projects. Improvements, zoning, bond issues, traffic prob- 
lems, and whatever, all can be put into the hopper and a 
ten-year plan made. 


The ten-year plan should be to improve the community, 
to make it a better place for living, working, and enjoyable 
family life. However, it prepares the area, also, to be more 
attractive to industry and other newcomers. The plan of 
action takes account of the interests of all groups. 


(5) To sell, we must have the facts and a good sales story 
to back them up. As a suggestion, the following informa- 
tion may be of interest to industry and it will help to get 
our ducks set up in a row. 

Population—ten-mile area, and the trend 

Employment—numbers by industries, male and female 

Manufacturing plants—name and product 

Earning levels—in as many categories as reasonable 

Labor-—availability, skills, rates, and organizations 

Labor relations—history and list of work stoppages 

Transportation—passenger, freight, air, water, rail, bus, 
and truck, 

Utilities—water, sewage disposal, power. gas 

Taxes—school, property, etc. 

Local services—many factors taken from the original 
survey, such as hotels, hospitals, recreation, fire and 
police protection, churches, ete. 

Sites—full detailed information 
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Sites constitute one of the most important items, and full 
information should be obtained. If a manufacturing indus- 
try is to come to a community, it is necessary that there be 
an appealing site, and also that full information be avail- 
able pertaining to the characteristics of the site and the 
services necessary to the operation of a plant. 

Apparently, industry does not usually select a town and 
a site and say, “This is it!” Usually, the facilities of the 
community, the living, the people and the advantages of 
the site are compared with those of other locations. Then 
the choice is made through elemination of the less desir- 
able. 

If information is lacking, such as the size or topography 
of a site, or availability of water, sewer, or transportation, 
often the location is eliminated. The winning towns have 
the detailed facts prepared. 

For example, an industrialist would surely want to know 
all the facts that you or I would require if we were going 
to buy the property. Information is needed as to acreage, 
dimensions, zoning, taxes, highway. rail, water, sewer, 
power, gas, price, ownership, soil conditions, and topogra- 
phy. Maps, drawings, and aerials showing location and 
availability are likewise essential. 

Promotion material is a necessity and, of course, again 
will vary with every community. Advertising, particularly, 
will vary with the type of promotion required, and con- 
sultant advice should be obtained. 

A good, worthwhile brochure is a help. and does not 
have to be expensive. Even a small folder of general infor- 
mation characterizing the community and written in a hos- 
pitable vein may suffice. It can be assembled from the 
survey information. The broc!: ill not do the selling, 
however; and it is hard to des that is not similar to 
every other community's. The ure is a necessity, but 
only a gesture. It is like the haidshake before a conversa- 
tion or a sales pitch. 


(6) The next step is for the financial committee to orga- 
nize or to form an industrial foundation that, first, will 
arrange for the raising of funds to pay for brochures, tele- 
phone calls, trips to visit prospects, and miscellaneous 
items of expense. 


Later, funds might be made available for optioning or 
purchasing sites or even erecting buildings to be sold or 
leased to new industry. These projects can all be under- 
taken in good time, and there are many sources of advice 

D> ¢ 
and assistance, such as banks, utilities, agencics, ind or- 
ganizations ihat have worked with other communities in 
their development. 


Some communities have advanced so far and desire in- 
dustry so much that they have offered inducements of 
many kinds to attract industry. In general, good-citizen in- 
dustry does not want these inducements, but is willing to 
accept them. 

Can you blame good-citizen industry for accepting 
what’s offered? But industry chooses a location by com- 
paring the facilities of the community, the advantages, the 
living, and the people with those of competing communi- 
ties. The inducements offered, however, are a two-edeed 
sword, They show the authenticity of step number 1. the 
“attitude” of the citizens and prospective neighbors. Indns- 
try wants to be wanted. Inducements are not always the 
answer, but attitude is! 


~ 
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CURRENT BUSINESS TRENDS IN OREGON 


Life-Insurance Sales. During September 1956 sales of ordinary 
life insurance in Oregon (excluding industrial life insurance, group 
and wholesales sales under new contract, renewals, dividend addi- 
tions, ete.) were 15.7 per cent ($4,840,000) lower than in August 
1956 and 16 per cent higher than in September 1955. The national 
figures showed a 7.8 per cent decrease in comparison with Aucust 
1956 and a 12 per cent increase in comparison with September 1955. 


Employment. The number of nonagricultural workers employed 
in Oregon decreased 2.8 per cent (14,700) between mid-September 
and mid-October 1956. The decreases were scatterd over most ef the 
categories, the largest being in logging and sawmills (5,009) and in 
canning and preserving (4.300): the only increase was in state and 
local governments (1.400). Employment in mid-October was, how- 
ever, 3.2-per cent higher than in mid-October 1955. More detailed 
figures from the Oregon State Unemployment Compensation Com- 
mission follow: anking. Loans, investments, and deposits of Oregon banks that 


Oct. 1955 . . atlas 
velong to the Federal Reserve System are shown below (in millions 


Oct.1956 Sept. 1956 





Lumber & wood products 82,900 88,000 85,900 

Food & kindred products 20.900 25,100 21,600 of dollars) 

Other manufacturing 47,700 49,100 44,500 Sept. 26,1956 Aug. 29,1956 Sept. 28, 1955 

emgesen eageen avehee Loans dinintaninmninnen eae $ 821 $ 739 

Total manufacturing —_. . 151,500 162,200 152,000 Investments ans seaoett Pan ieee iabneccl 619 628 207 

IE: CUIUEIIION « cnctsntersinntiitiddenetenennenmmnsstmennetons 28,200 29,200 25.200 Deposits 1,643 1,652 1,661 

. 85,100 86,100 83,500 “7 , , 

Government Sr, eT. eee 82,900 82.000 76.900 Index of Man Hours on Manufacturing. One of the best 

Other nonmanufacturing 161,600 161,500 155,900 indicators showing changes in manufacturing activity is the man 
dias nea henge ona hours of industrial production workers. These figures apply only to 

otal nonmanufacturing : pemmesene . S37, 361, 41,500 © _— —— - . EY ae gst a 

Total nonagricultural employmen err 509,300 524,000 493,500 ne onnel ¢ ngage d in direct manufac turing activities; sales, office ’ 


and general administrative employees are exc'uded. The index is de- 
rived by the Bureau of Business Research from data supplied by 
the Oregon Unemployment Compensation Commission. The most 
recent reading covers the month of September 1956. (No adjust- 
ment for seasonal variation has been made. 195] 100.) 


umber. Douglas-fir lumber production in the Pacific Northwest 
remained virtually the same in October 1956 as in both the preced- 
ing month and the same month a year earlier. However, orders 
increased substantially over the two months with which comparison 
is made. The figurs below were supplied by the West Coast Lumber- 


19535 1956 1955 1956 

mens Association and are in thousands of feet, board measure: a 84.1 July 102.8 105.1 

Oct. 1956 Sept. 1956 Oct. 1955 — a 84.2 Aug. 114.6 113.6 

Average weekly production 179,287 181,058 178.472 Mar. ——_ 84.1 Sept. .. 1014.1 108.7 
Average weekly orders sient 173,386 164,227 145,863 a 93.4 ————— 
Unfi'led orders, end of month ia na cai, | 554,132 608.306 eS 96.6 ee 
Luinber iventory, end of month . 1,067,505 1,016,313 969,622 June 102. 1 107.1 Dec. wrt ar + sr eerens 88.0 


a 
BANK DEBITS 


Bank debits represent the dol'ar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are regarded as good indicators of 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds for the purchase of certain 
types of capital assets that do not constitute “‘business activity.’’ The Bureau of Business Research collects bank debits from 153 banks and branches monthly. 
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Banks Debits Debits Debits Compared with 
Musneting Districts Reporting Oct. 1956 Sept. 1955 Oot. 1955 Sept. 1955 Oet. 1955 

Oregon... RE $1,729,803,012 $1.682,189,137  $1,555,880.561 + 28 411.2 
Portland (Pertlend. I ET ee a 42 1,097 873,061 1,042,007 272 958,739.578 + 5.4 +-14.5 
Lower Willamette Valley (Salem, McMinnville, etc.) 23 143,388,837 132,866,058 129,511,557 + 7.9 +10.7 
Upper Willamette Valley (Albany, Corvallis, : ugene, etc. )_ 22 153,400,975 164,439,831 152,127,337 -— 6.7 + 0.8 
Mest Ovenen Coast (Actesia, Tillemeck, ote. bie 7 26,920,972 27,158,578 26,372,998 — 2.0 +21 
Douglas, Coos, Curry counties POO pac oeepae 12 54,577,841 57,701,924 16,124,961 — 5.4 +183 
cies Genten Sitiend, Meleel, Game Od... 7 65,551,077 71,892,915 68.671.217 88 — 4.6 
Upper Columbia River (The Dalles, Hood River, etc.) iscapuseiiainaenini 9 33,089,350 33,709,905 33,309,315 — 18 — 0.7 
nee pagan eects” aaa § 33,723,272 36,933,703 27,824,580 —8.7 421.2 
Central Oregon (Be all ~r ili. a etc. << 5 32,324,261 27,084,039 26,533,674 +193 +21.8 
et Te. ORGS CUNO, ncniissvensiannnnsenntnmnenneienitenneneisceneannensisetitenrmininnieteaetmammniiaeinmnannmmaniinte 5 39,515,168 10,159.079 37.889.799 an £4 > 43 
Baker, La Grande area ..---—..-----eccee-ccenceeeee---- 7 29,839,410 27,977,953 29,207 581 +- 6.7 + 2.2 
Burns, Ontario, Nyssa ....... 5 19,598,758 20,258,107 19,562,694 -- 3.3 + 0.2 


_ BUILDING PERMITS 





Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken in interpreting these data to allow for 
the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been cullected by the Bureau of Business Research. 











New 

Residential 

Oct. 1955 
EEE Tee Pe a ee EC ee _ $ 41,150 
Eee ocean ee er Ree aE 7,600 
ES RN SS en ES a 89,200 
EEE RRR a re ne TRADE EO ne 42,409 
Corvallis _... 22,150 
aa liens eaninii 89,760 
i la 47,850 
Hillsboro a 42,000 
Klamath Falls Pee Seas, 111,600 
Eee 29,500 
Medford . 200,500 
North Bend 20,000 
Pendleton 168,000 
Portland em i ee a " ae 1,520,750 
I ces cenicinanelieiasaebiaseeibaiiniaaasduabioaiat Tee 70,700 
Salem RES Das Eee NN STR EU I ION ET OD 199.163 
Springheld _. Ea rns FEL SE aA, eee Se ea ge 19,500 
The Dalles ........ NRO ORR OE NEE IN SEO LN COO ' a 187,023 
Lane County ee Ra MONT INTE NOD ote Dik: 362,000 
Multnomah County 1,389,300 
Wasco County nae RE ES OE A Te ” 
40 other communities i a a I " 676,100 


_ 


a ee ene aa $5,150,116 
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New Non- 
residential 
Oct. 1956 


$ 165,000 
$2,514 
1,015 
17,221 
111,350 
158,300 


90.600 
16.420 


1,901,385 
100 
113,470 
128,000 
166.373 
183,350 
158,55 
2.900 
1,057,659 


$4,762,182 


Additions, 
Alterations 
& Repairs Totals 

Oct. 1956 Oct. 1956 
$ 13,350 $ 222,500 
11,420 71,534 
56,095 116,310 
17,430 77,051 
6.575 210,075 
33.325 281,385 
10,910 83,750 
3,969 63.519 
73,541 203.616 
17,000 137,100 
39.690 256.610 
5,300 68,200 
10,000 191.750 
1,577,150 1,999 585 
3,500 74,600 
52.671 395,301 
151,125 298,625 
5,015 359.011 
38,970 581,920 
61,710 1,909,590 
100 3,000 
149,421 1,883, 180 
$2,339,197 $12,551,525 


Totals 
Sept. 1956 
245,40 
57.200 
75.031 
67.6380 
447.957 
1,019,695 
129,390 
129,310 
132,816 
61.975 
263.012 
350.871 
118,100 
2,207 335 
710,125 
405,154 
78,8069 
72,458 
2,176,916 
5,261 285 
11,500 
1,231,308 


$15,266,543 


T stale 
Oct. 145 
$ 100,500 
87,709 
59,114 
232,815 
191,120 
518,591 
239,915 
14,673 
84,450 
112,675 
195.019 
$12,150 
106,425 
3,247,555 
73,095 
110,998 
14,572 
330 597 
141.000 
eee 
99 100 
£05,121 


$9,161,205 
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